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Summary of L egislation: Thisbill providesthat the next general reassessment of real property iseffective
in 2009 instead of 2006. It eliminates review by the county property tax assessment board of appeals of
determinations by township assessors of land values.

This bill also provides that: (1) no notice to taxpayers other than the tax statement is required when
assessments are determined by an annual cost multiplier; (2) the limitation on changing compensation of an
elected county officer in the year for which it is fixed does not apply to amounts received for qualification
as alevel two appraiser; and (3) a county assessor is entitled to per diem for service on the property tax
assessment board of appeals related to a general reassessment. The bill repeals the county land valuation
commission.

Effective Date: July 1, 2003.

Explanation of State Expenditures: Reassessment Delay: The state pays homestead credits based on
property tax billings for owner-occupied residential property. Beginning in CY 2003, the homestead credit
is equal to 20% of a homeowner’s net property tax liability for qualifying funds. Reassessment generally
shiftsmore of thetax burden onto residential property, thereby increasing the state’ sliability for homestead
credits. A three-year delay in the general reassessment and annual adjustments would also delay the state’s
increased homestead liability by threeyears. Homestead creditsare paid from the Property Tax Replacement
Fund which is annually supplemented by the state General Fund. Any change in Homestead credit
expenditures would ultimately affect the General Fund.

Explanation of State Revenues:

Explanation of L ocal Expenditures: Reassessment Delay: The cost to local government to compl ete the
1995 reassessment was about $68.4 M. A ccording to the Department of Local Government Finance (DLGF),
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the cost to complete the current reassessment is estimated at about $70 M. Under this proposal, some
expendituresfor performingthenext general reassessment would be del ayed by threeyears. Theexpenditures
for annual assessment adj ustmentswoul d al so be del ayed. Reassessment expendituresare paid fromthe each
county’ s Property Reassessment Fund.

Property Tax Assessment Board of Appeals (PTABOA): Currently, the township assessor must determine
land values used in reassessment and submit them to the county PTABOA for review. The PTABOA must
hold a hearing on the values and may change the valuesto provide uniformity and equality. If the county or
township assessor failsto submit the valuesto the PTABOA, then the PTABOA must determine the values.
If the PTABOA fails to determine the values, then the DL GF must determine the land values.

This bill would remove the PTABOA's review of land values and the PTABOA’s (and DLGF's)
responsibilitiesto set land valuesif they are not set by the local assessor (or the PTABOA). This provision
would reduce the responsibilities of the PTABOA and could reduce county administrative expenses.

Annual Notices: Local assessors are required to send a notice of assessment to the owner of each parcel of
real property any time the assessed value of that parcel is changed. This bill would remove the notice
requirement for the annual adjustmentsthat are currently schedul ed to begin after the 2007 reassessment but
would be delayed under this proposal. Under current law, a taxpayer’s appeal rights are preserved even if
they don’t receiveanotice. Taxpayersmay file an appeal at any time, but must fileit beforeMay 10 of ayear
in which they didn’t receive anotice for the appeal to affect taxes paid in that year. This elimination of the
notices of annual adjustments could reduce local expenditures by up to $1.5 M per year for the processing
and mailing of three million assessment notices in these interim years.

Land Val uation Commissions: County land val uation commissionswere created by HEA 1499-2001 and will
each consist of nine members. Under current law, after 2002, these commissions will determine the value
of al land in the counties using Department of Local Government Finance guidelines. This bill would
eliminate these commissions. There would be some administrative cost savings to each county with the
elimination of these entities. It should be noted that IC 6-1.1-4-13.6 requires township assessorsto set land
values but IC 6-1.1-4-13.8 requites the county land valuation commissions to do the same.

Assessor Compensation: Currently, county assessors and el ected township assessors who pass the level |1
assessor-appraiser exam are paid an additional $1,000 per year. Current law also prohibits any changeto an
elected county officer’ s compensation during the year for which it isfixed. Thisbill would allow the exam
bonus to be applied at any time. This provision could increase county expenditures by a minimal amount.

Under current law, counties are permitted to pay a per diem to county and township assessors for their
service to the county land valuation commissions. As stated above, this bill would repeal the commissions,
resultingin acost savingsfor those countiesthat have chosen to pay thisper diem. Thebill would al so permit
countiesto pay a per diem to county assessors for their service to the county property tax board of appeals
thereby increasing expenditures for those counties that choose to pay that per diem.

Explanation of L ocal Revenues: Reassessment Delay: Under current law, the next general reassessment
isscheduled to begin on July 1, 2004 and isto be completed by March 1, 2006 with tax billingsfirst affected
in CY 2007. Thishill callsfor this reassessment to begin on July 1, 2007 and to be completed by March 1,
2009 which would affect tax billingsin CY 2010. Future reassessments would be effective each four years
after that. Current law also callsfor anew annual adjustment program to begin after the 2007 reassessment.
This bill would delay those adjustments as well.
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Personal property (business tangible property and individual persona property) is reported each year on
forms prescribed by the DLGF. These forms, in effect, reassess personal property each year. Since real
property is not reassessed each year, and its value generally increases, there is agradual shift of part of the
property tax burden each year fromreal property taxpayersto personal property taxpayersuntil reassessment.
The length of the reassessment cycle has an effect on the reassessment "shock™ that many real property
taxpayers experience after a reassessment. After a short cycle, the increase in taxes (or realignment of the
shift) dueto reassessment isrelatively smaller than after alonger cycle. Thedelay in thishill would prolong
the tax shift from real to personal property. When implemented, the annual adjustments that would be
delayed under this bill will eliminate this gradual shift and the reassessment shock.

Local units would receive the same amount of revenue regardless of the effective date of the next genera
reassessment. It is the source of revenue that changes under reassessment. The only impact to local units
would beto their bonding authority. L ocal unitsare bound by aconstitutional 2% of AV debt limit. Delaying
the reassessment would mean that local units would not receive an increase in bonding authority for an
additional three years.

State Agencies Affected: Department of Local Government Finance.

Local Agencies Affected: County and township assessors; County property tax assessment boards of
appeals; County land valuation commissions.

Information Sour ces: Department of Local Government Finance.

Fiscal Analyst: Bob Sigalow, 317-232-9859
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